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Good norning. | amJeff deason, director of the Energy
Project of the Southern Environnmental Law Center. SELCis a
regional, non-profit environmental organization. W are based in
Charlottesville, Virginia and Chapel HlIl, North Carolina, and
work on energy and air issues in the six-state region of
Virginia, North Carolina, South Carolina, Tennessee, Ceorgia and
Al abana.

You have invited nme to testify today as a representative of
an environnental organization, and have asked that | present an
envi ronnment al perspective on the potential benefits and costs
that will result fromallow ng consuners to choose their electric
power supplier. You have also asked ne to identify specific
i ssues that | feel should be addressed in federal custonmer choice
| egi sl ati on.

Let nme begin by stating ny support for a truly conpetitive
el ectric power market which offers customers the right to choose
their electrical power supplier, which preserves the notion of
uni versal service and contai ns adequate consuner protection
saf eguards, and which is environnental ly sustainable. | believe
that such a structure is achievable, but that it cannot be
achi eved wi thout federal custoner choice |egislation addressing

several key issues. | will focus ny testinony only on the issues



which | believe, fromboth an environnental and conpetitive
perspective, nust be addressed in federal |egislation.

In order to know where we nust head in restructuring the
nation's electric power industry, it is inportant to review where
we are today. Today, the electric power industry is the nation's
| eadi ng source of air pollution. According to the nost recent
publ i shed EPA data, power plants account for 66% of all sulfur
di oxi de em ssions, 29% of all nitrogen oxide em ssions, 36% of
all carbon dioxide em ssions, and 21% of all nercury em ssions
nati onw de. These pollutants, individually and in the form of
acid precipitation, regional haze, fine particle pollution,
urban and regional snpbg, and climate change, pose significant
threats to our health and our environment.

VWhile the health inpacts of these pollutants and their
byproducts are well known, the inpacts on our ecosystens are
of ten overl ooked. Ecosysteminpacts are of particular concern in
this region of the country, however. Air quality in the
Shenandoah and Great Snoky Mountains National Parks is the worst
in the country anong national parks, for exanple; pollution-
generated haze has reduced summertinme visibility in the nountains
to roughly one-quarter the natural range; acid rain has robbed
sonme of our nountain streans of aquatic |ife and nountain peaks
of trees; and ozone pollution is causing | eaf damage and growth
loss to trees and other plants. The sanme air pollution that

threatens our nmountains is also contributing to the decline of



t he Chesapeake Bay, where over one-quarter of all nitrogen
entering the Bay is airborne. Nor are rural areas unaffected. A
1995 OGak Ridge National Laboratory study found that ozone
pollution at levels well below current standards retards the
grow h of loblolly pines, an industry that covers approxi mately
60 mllion acres and contributes $4.5 billion to the econony in

t he Sout h.

As one can see fromthese statistics, electric energy
production and environnmental protection are inseparably |inked.

Hi storically, however, we have tended to ignore this link in our
energy planning. As a consequence, environnental protection and
energy planni ng have often worked at cross-purposes. The current
effort to restructure the electric industry presents a uni que
opportunity to reverse this trend and to achieve an industry
structure that is both truly conpetitive and fully consi stent
with the nation's environnental protection goals.

Al t hough el ectric power plants are the |argest source of air
pollution in the Southeast, the bulk of em ssions cone froma
relatively small nunber of plants. There are, for exanple, 375
power plants located in the eight states of Al abama, Ceorgia,
Kentucky, North Carolina, South Carolina, Tennessee, Virginia,
and West Virginia. However, the twelve worst power plants al one
account for 31% of the region's sulfur dioxide em ssions and 44%
of the region's nitrogen oxide em ssions, while generating only

17% of the region's power. This disparity in emssions is due to



the fact that pre-1977 power plants are exenpted from neeting the
envi ronnment al standards that nust be nmet by post-1977 plants.

The theory of the "old source"” exenption at the tinme was, in
significant part, that older plants would be retired within a

decade or two, avoiding the need for themto clean up to "new
source" standards. For a variety of reasons, however, those

ol der sources have renmained in service, wth grandfathered

em ssion levels which are typically four to ten tinmes higher than
standards net by post-1977 plants.

The current unequal and inadequate air pollution standards
for ol der power plants gives these sources a significant economc
and conpetitive advantage over newer, cleaner, and nore efficient
sources. In order to achieve true custoner choice, conpetitors
must be allowed to conpete on a |level economc playing field. In
order to have a truly conpetitive power marketplace, market
partici pants nmust conpete on the basis of operating efficiency,

i nnovation and performance rather than on the basis of historic
em ssions rates based on plant age or |ocation. Accordingly,
federal custonmer choice legislation should include a
conpetitively neutral em ssions allocation system which

recogni zes and rewards higher plant operating efficiencies and
whi ch renoves the historic grandfathering of high em ssions rates
for pre-1977 plants.

Since the oil enbargo days of the 1970s, we have recogni zed

the inmportance of national energy policies that pronote greater



energy efficiency and the devel opnent of renewabl e energy
resources. The national inportance of such policies was
reaf firmed, nost recently, in the Energy Policy Act of 1992, a
statute which al so recogni zed that consuners will benefit froma
system t hat encourages greater conpetition anong el ectric power
generators. W all share a stake in inproved air quality, and
benefit fromfuel diversity in a world of uncertain fossil fue
prices. Policies advanci ng renewabl e energy and energy
efficiency pronote these and other comon val ues. True
conpetition, including the elimnation of conpetition-distorting
em ssi ons standards described above, w1l lead to nuch
t echnol ogi cal innovation and nore efficient use of resources.
Qur goals of pronoting greater energy efficiency and the
devel opnent of renewabl e energy alternatives cannot be achieved
t hrough conpetition al one, however, at |least in the short run.
It is still appropriate and inportant to pursue market-based
policies in federal custoner choice |legislation which will allow
us to achieve these goals. Such market-based approaches i ncl ude
t he devel opnent and depl oynent of energy efficiency and renewabl e
generating technologies wth fundi ng from broad-based,
conpetitively neutral charges to power customers, and a well -
desi gned renewabl e generation portfolio requirenent.

Finally, | believe that we will achieve environnental
benefits sinply by giving consuners the right to purchase their

power from clean energy suppliers. For this to work, however,



consumers nust have available the information that will enable
themto nake this choice. Accordingly, | believe that federa
custoner choice | egislation should require generators to disclose
em ssion data and ot her information necessary for consuners to
make i nformed choices concerning their electric power supplier.
In sum federal customer choice legislation will not achieve
its econom c and structural goals wi thout elimnating the
conpetitive roadblocks built into the nation's air em ssion
regime. Wthout this reform and a conpanion clean air strategy,
the nation will not neet its environnmental and energy policy
goal s either. Consequently, although | support the objective of
a conpetitive electric power market which offers custoners the
right to choose their electrical power supplier and which is
consistent with our national environnental protection goals,
believe that federal customer choice |egislation nust address the
issues set forth in this testinony to achieve this objective.
Thank you for the opportunity to testify before the

Conmittee.



